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House Committee on Education 
 

Tuesday, March 16, 2021 
2:00 p.m. 

Via Videoconference 
Hawaii State Capitol, Room 309 

 
Senate Bill 815, Senate Draft 2, Relating to Education Funding 

 
Dear Chair Woodson, Vice Chair Kapela, and Members of the Committee: 
 
The Board of Education (“Board”) supports the intent of SB 815 SD2, which would 
establish maintenance of effort provisions for public education and establish a public 
education stabilization trust fund. 
 
The Board supports proposed legislation that preserves funding and resources for 
student learning at the classroom level, including for our most vulnerable students who 
are economically disadvantaged, English learners, or receiving special education 
services. 
 
The Board supports establishing a minimum level of funding for public education, or a 
“funding floor,” which would provide much needed funding stability and predictability for 
our public schools. The Board also supports the idea of a statutory maintenance of 
effort provision to protect the State’s eligibility for certain federal funds, thereby 
maximizing the resources available for public education. 
 
Thank you for this opportunity to testify on behalf of the Board. 
 
 
 
Very truly yours, 
 
Catherine Payne 
Chairperson, Board of Education 
Chairperson, 2021 Legislative Ad Hoc Committee 

 
 

DAVID Y. IGE 
GOVERNOR 

 
 

STATE OF HAWAII 
BOARD OF EDUCATION 

P.O. BOX 2360 
HONOLULU, HAWAI‘I 96804 

 
 

CATHERINE PAYNE 
CHAIRPERSON        
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L E G I S L A T I V E    T A X    B I L L    S E R V I C E 

TAX FOUNDATION OF HAWAII 
126 Queen Street, Suite 304  Honolulu, Hawaii 96813  Tel. 536-4587 

 
 
SUBJECT:  GENERAL EXCISE, Sequestration of tax revenues for continued education funding  

BILL NUMBER:  SB 815, SD2 

INTRODUCED BY:  Senate Committee on Ways and Means 

EXECUTIVE SUMMARY:  Establishes maintenance of effort provisions. Establishes a public 
education stabilization trust fund. Requires reports. Makes appropriations.  

SYNOPSIS:  Adds a new section to chapter 237, HRS, providing that the difference between 
state appropriations to the department of education for the direct funding sources for the 
provision of free public education from the preceding fiscal year and the current fiscal year in 
which a lower appropriation occurs shall be deposited to the credit of the public education 
stabilization trust fund. 

Adds a new subpart to chapter 302A, HRS, which among other things establishes the public 
education stabilization trust fund. 

EFFECTIVE DATE:  Upon approval.   

STAFF COMMENTS:  This measure, if enacted, would destabilize the appropriation process. 

The apparent intent of the measure is that if the appropriation to the Department of Education is 
reduced for whatever reason in the current fiscal year, the difference between last year’s and this 
year’s appropriation is yanked from general excise tax collections and deposited into the public 
education stabilization trust fund, which seems to be intended to result in the same amount of 
money as last year being available for education anyway. 

This results in problems for the budgeting process, which would have to deal with a 
sequestration from revenues as soon as the budget bill is enacted.   That sequestration could 
unbalance the budget, leading to constitutional issues, or require the Governor to react to the 
sequestration by immediate budget restrictions.  Then, naturally enough, other departments, their 
constituents, or their employee unions could argue that their department / constituency / 
employee base is being treated unfairly. 

The stabilization fund proposed also raises issues. 

Section 37-62, HRS, requires that for a trust fund, “designated persons or classes of persons have 
a vested beneficial interest or equitable ownership, or which was created or established by a gift, 
grant, contribution, devise or bequest that limits the use of the fund to designated objects or 
purposes.” Trust funds invoke a fiduciary responsibility of state government to care for and use 
only for those designated to benefit from the funds. A pension fund is an example of a trust fund. 
Contributions and payments are to be held for the beneficiaries of the pension fund. Another 
example is tenants’ security deposits, which are held in trust for the future benefit of tenants and 
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landlords. Until forfeited or returned, deposits are the property of the tenants and should be 
accounted for accordingly  Here, there appears to be no class of persons with a vested beneficial 
interest or equitable ownership, so the fund does not appear to meet the statutory criteria for a 
trust fund. 

If the fund is instead characterized as a special fund, it is doubtful that it would meet the criteria 
set forth in section 23-11, HRS, for special and revolving funds.  The program the special fund 
would support would be the Department of Education operations.  Those operations are funded 
by the general fund, so it would be difficult or impossible to demonstrate why a special fund is 
needed outside of the general fund appropriation process. 

Rather, we should recognize the fund and the bill for what they are:  an attempt to tie the hands 
of future legislatures by foisting upon them budgeting difficulties.  The reality is that future 
legislatures are not, and cannot be, bound to the budgeting decisions of today.  If a future 
legislature really wants to lower the budget of the Department of Education, perhaps in a year 
like this one where there simply is not enough money to go around, it can repeal the provisions 
introduced by this bill.  The ideas in this bill complicate and obfuscate the budgeting process. 
 

Digested 3/13/2021 
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Dr. Jim Shon Individual Support No 
 
 
Comments:  

Chair and Members.  It is not clear that this bill also applies to charter schools. If it does, 
good. If not, please clarify that this (and other bills) do not narrowly apply only to our 
department schools when you actually intend them to also apply to charters. 

Thank you. 

Jim Shon 
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